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Money Talks ...
as home sateliites lead the TV
revolution onto the info hiway future ..

“The home satellite industry,” says Richard Bilotti, Jr. at Grantchester Securities,

“has been a real backwater” as far as top communications analysts are concerned.

And no wonder. A relatively small industry, dominated by private companies — and
shadowed by such spectacular failures as United Satellite Communications in Indiana
and SKyPIX in bankruptcy and other courts — is not of the stuff that stock market dreams

are made.

But wait, look up in the sky again.
According to Bilotti and several other analysts, the less-than-exciting outlook above

could easily change with the industry maving into a strong portfalia position in 1994 and
the years beyond,

Says Mark Stahlman of New Media Associates, “The event that most people are
keyed into is the (now successful) Hughes launch and the expectation that there will he a
DBS industry.” With compression allowing for greatly increased numbers of channels and
the expectation of dropping prxces, he says, “we’l]l have a whole new ball game

[A word about acronyms and yesterday v. tomorrow ... the overall term for the indus-
try, be it C-band, C/Ku-band or the new high-powered Ku-band. i -- as generally used --
DTH, or Direct To (the TV) Home; the industry as it might work in the fuiure via high-
powered Ku-band satellites might best be known by the acronym DBS, or Direct-Broadcast
Satellite. Just thought you’d like to know; and DBS doesn't mean Don't Be Silly anymore.]

At Prudential Securities, Melissa Cook, author of an August ‘93 report on Tele-
Communications, Inc. (symbol: TCOMA) and DirecTV (GM’s Hughes Divison, symbol:

GMH), remarks, “The real question was whnth:uataﬂmould_bg_ammmm:_m_cable.
Qur conclusion is that it certainly can be.”

(Of course not all analysts share this — or any other — rosy view of DTH. For exam-
ple, Jessica Reif at Oppenheimer believes that in the U.S. the business faces a “very long
haul” and John Field at Hanifen Imhoff said the subject was not in his field of interest.
Nevertheless Rob Hubbard at United States Satellite Broadcasting (Hubbard
Broadcasting; privately held) notes analysts who have made their living with the cable
industry, “don’t want to jeopardize their bread and butter.”)

But back to the main issue: The potential of a DBS/cable shoot-out. Analysts who
believe direct broadcast could be a definite play in the future cite several reasons for
their beliefs but primary among these is the time factor. Namely: DirecTv and USSR will

Spring — whil bl ill he mired in the 35 to 60 cl I ,
until well into later this decade, perhaps beyond. And to add further cable injury to

insult, C-band already offers viewers some 250 channels while the already-existing DBS
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service PrimeStar plans to offer some 70 channels by mid-1994.

To use this advantage to best effect, Bilotti suggests that the DTH entrants use the
MCI, or long distance, model of competition. DTH companies he says, “Should really look
at MCI’s historical strategies against AT&T.” The upstart telephone company, he explains,
“started out with about a 30% discount from AT&T (prices).” Over time, of course, that
price difference flattened but in the meantime MCI gained equal access to local telephone
connections/lines and had begun to chew away pieces of AT&T's long-held monopoly.

Whether DirecTv and USSB can pull off a similar coup remains to be seen and in our
next issue we'll take a closer look at industry balance sheets with charts and commentary

on o ’

EJ Ak , Aal .. .‘L' A A8
C-band dishes, which can range
in size from 5 to 10 feet, now carry
some 275 channels of diverse

programming.
R0 ‘ 3 to 4 foot, medium-powered Ku-
Gy : i band dishes will soon carry more
. e than 70 channels of programming
o via PrimeStar.

At 1 to 2 feet, DirecTv and USSB
dishes will offer some 150 chan- !.
neis by mid-1994.
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High-Powered Ku-Band Service (DBS) --

Combined Distribution System and CPE
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Return on

(Customer Premises Equipment Included in Total Investment)

Homes Passed by
DBS FTTC System

DBS System sub-

scribers

Average Subs

Capital Expend -
Distrib. Systems

Capital Expend -
CPE

Capital Expend -Ttl

Total Cum. Invest -
Distrib Systems

Total Cum invest -
CPE

Total Cum invest - TH

Monthly Subscription
rev. per sub

Mo'ly Variable Sub-
scription costs per sub
Mo'ly PPV rev per sub
Mo'ly Variable PPV
costs per sub

Annual Sub revenue
Annual PPV revenue

Ann. Variable Sub

costs

Ann. Fixed Sub over-
costs

Annual Variable PPV
costs

Ann. Sub. Cash flow
Annual PPV Cash flow
Total cash flow

Depreciation - 8 & 10
yrs rate
Operating Income

Average Ttl Invest.

Pre-Tax Cash Retum
on investment

Pre-Tax Op. Inc.
return on invest.

1094 1995
19,410,000 19,670,00
0 1,339,280
%9'640

1000.0

1138.4

21384

1000.0

1138.4

2138.4

30.00

9.99
4.13

2.48
2411
33.1
80.3
208.1
19.9
-47.3

13.3
-34.1

121.1
-185.2
1069.2

-3.2%

-14.5%

1996
19,930,00
2,535,150
1,937,215
0.0
929.8
920.8
1000.0
2068.2
3068.2

30.80

10.29
8.50

5.10
718.3
197.5
239.2
276.2
118.5
203.0

79.0
282.0

300.4
-18.4
2603.3
10.8%

-0.7%

1997
20,200,000
3,315,072
2,925,111
0.0

§55.0
§55.0
1000.0
2623.2
3623.2
31.83

10.60
13.13

7.88
1117.2
460.8
372.0
344.2
276.5
401.0

184.3
585.3

393.2
192.1
3345.7
17.5%

5.7%

1998
20,470,000
4,111,794
3,713,433
0.0

519.3
519.3
1000.0
3142.4
4142.4
32.78

10.92
13.52

8.11
1460.8
602.6
486.4
397.8
361.5
576.6

241.0
817.6

460.4
357.3
3882.8
21.1%

9.2%

1990
20,740,0004
4,889,027
4,500,410
0.0

464.2
464.2
1000.0
3606.7
4606.7
33.77

11.24
13.93

8.36
1823.5
752.2
607.2
459.7
451.3
756.6

300.9
1057.5

521.8
535.6
43746
24.2%

12.2%

2000
21,010,000
5,822,191
5,255,609
0.0

401.6
401.6
1000.0
4008.3
5008.3
34.78

11.58
14.35

8.61
21934
904.8
730.4
531.2
542.9
931.7

361.9
1293.6

5759
7177
4807.5
26.9%

14.9%

Estimates from Grantchester Securities and Wasserstein Perella Securities Report on The Cable Telavigion

Industry: New Technologies, New Opportunities and New Competition, March 1993.

e
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PEAKS & VALLEYS

Home SateHlite’s Upward Trek

The home satellite industry got its start back in 1976 when Stanford Professor H. Taylor —
Howard gathered up discarded equipment from his local telephone company, pounded out a 15-
foot parabola dish — and discovered that he could pick up Home Box Office (HBO, now a part
of Time Warner; symbol: TWX) signals.

Satellite System Trends _
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At that time, the signals were created for and aimed at local cable television operators
who would, in turn, distribute them to a new kind of TV subscriber — the premium cable cus-
tomer. Howard tried to notify Time, Inc. (HBO’s then-parent) of his discovery but when he got
no reply, he began selling booklets on how to construct backyard systems that would allow tele-
vision viewers to get HBO for themselves.

Thus started an entrepreneurial adventure that in the last 19 years has encountered
enough ups and downs to make even the most risk-oriented business leader woozy. As the

chart on the accompanymg page shows th.e.naacen.tindus.tmmmbled.lmklng.fnna.muan

— wnth thexr viewers happlly recexving cable premlum

and, later, so-called basic cable channels for nothing more than the initial cost of their systems.
Predictably, premium channel owners such as Time and Viacom (the owner of Show-
time, symbol: VIA) tired of thlS scenario. And in mxd 1986 Time did the unthinkable Ih.e

nghtly, they thought the copyrlght holder should be compensated and after all they had to
quiet the rumblings from cable subscribers who paid programming fees and cable companies
who sent the money to programmers while home satellite systems owners snagged the chan-

nels for free.
The results were immediate as the industry took a dive that resembled nothing so much

as the first bomb hitting Pearl Harbor.

As a result, hundreds of dealers landed in bankruptcy while equipment makers and dis-
tributors slashed their work forces and sales ground to a near halt. As other premium chan-
nels followed HBO's example, pundits took to pontificating on the death of the industry.

But as Mark Twain once remarked on his own behalf, the obituary notices were prema-
ture. After a brief struggle over encryption technologies, General Instrument (symbol: GIC)
emerged as the clear winner in the home satellite subscription game (and cable head-end
encryption fight), program packagers popped up with various schemes for selling programming
and some home satellite owners proved willing to buy their favorite channels (while thousands
of others turned ‘pirate’. For more information see Pirates Go Legit, p. 7).

Thus by 1988, the industry was on the mend with an estimated 320,000 to 345,000 sys-
tems sold — a number which has slowly but steadlly risen every vear since.

Industry observers offer several reasons for thls recent boom, mc]udmg

e The improvement in the nation’s economy;

» Steadily falling prices for home satellite equipment (the average price for a complete
set-up has fallen from $10,000 in the early 80’'s to approximately $2,500 today.)

e The return of ‘pirates’ to the fold (see story on p. 7); plus

e The excitement over Ku-Band DBS.

It is the latter, in fact, which many observers feel will power the entire home satelhte
industry to new heights in '94 and beyond.

While many at first thought that the coming reality of DBS would hold down the tradi-
tional C-band business (where dishes of 5- to 10-feet are needed to capture the signals) it seems
to have had the opposite effect, pulling more and more customers into dealers’ showrooms.
What's more, recent figures show that same 66 percent of home satellite owners live in areas
passed by cable — and as Money Talks ... About Home Satellite on pages 1-3 noted, some
observers are betting that DBS could give cable a run for its money in the latter half of this

decade.

e V]



Page 6 18tQ '94

Sk REPORT

' Today's Customers

and Tomorrow's:
Richer, older, better educated, more rural and most likely to live in the nation's North
Central or Southern areas: As the accompanying profile reveals, that's the standard picture of

today's home satellite customer.

With the advent of high-power Ku-band services, however, the industry is changing and
one major question (yet to be answered, stay tuned) is whether the DirecTv, USSB and
PrimeStar services will alter this profile significantly -- and perhaps even move into customer

bases traditionally considered cable's very own.

Today's DBS players are widely divided on the subject. Perhaps at no surprise, at
PrimeStar, an existing service owned largely by cable companies, a company spokesman com-
ments, "It's obvious to us that our major opportunity is where cable is not" -- in other words,
the non-cabled "C" and "D" counties traditionally served by home satellite. However, PrimeStar
may soon move into cabled areas if, as some observers believe, cable and home satellite evolve
into separate services with the former providing interactive capabilities while home satellite

concentrates on one-way programming.

At GM/Hughes' DirecTv, spokesperson Tom Bracken, sees a somewhat different picture.

Who Buys?
The Rich Vein of Current
C/Ku-Band Viewers

89 % of home satellite owners have a high
school education compared to the national
average of 76%. The average age of a satel-
flite system owner is 49.3 years

61% do not have children. 94% own their
own home. Their average income is $43,500
versus a national average of $36,300.

38 % live in the North Central part of the
country and 37% in the south. 64% of satel-
lite system owners live in rural areas.

When asked their reason for purchasing a sys-
tem 50% said programming variety as a key
reason 36% said cable was not available or
was too expensive. 78% of the home satellite
owners are satisfied with their service.

"Initially," he says, "our competitive
set will skew to the rural market
place.” As equipment prices drop,
however, Bracken believes this may
change. Significantly lower costs
for equipment (an expected drop
from $699 to $899 plus installation
in ‘94 and ‘95 to price tags of only
several hundred dollars when
RCA/Thomson’s exclusivity contract
runs out after 18 months or one mil-
lion systems sold), lower subscrip-
tion costs, the ease of moving the
equipment, plus a promised "excel-
lent" customer service set up,
Bracken says, will all serve to lure
the large pool of dissatisfied urban
and suburban cable customers into
the DTH fold.

On the far side of the spec-
trum, USSB Vice President Rob
Hubbard expects his service to
appeal to cable customers from day
lone. "Our research shows that our
customers will predominately be
blue-collar families whose primary
entertainment expense is in the
home TV," he remarks, "and sixty-
some percent of these people live in
cabled areas." Indeed, they do.

Data From Bruskin/Goldring.
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Pirates Go Legit!?!

Number of Consumers Converting to Paid:
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As this chart illustrates, n

pa . - 0
Scnnﬂnn_sarmmm_m.the_ﬁrsu.c_mmnhs.nf.lm Equal or even greater numberS. are

expected to go legit in ‘94 and '95 — and these estimates are considered by many to be on the
low side. Since the beginnings of encryption in mid-1986, pirate dealers — who steal encoded
programming via ‘chipped’ modules which they then sell to suspecting or unsuspecting cus-
tomers — have posed an enormous problem for the home satellite industry. (As, indeed, piracy
has posed a problem for dozens of businesses, including the cable and computer industries.)
The pirates systematically broke through several versions of VideoCipher il boxes which

were used to deliver paid-for programming to the home viewer. In fact, before the introduction

awners. (Somethxng some so- called “basic” programmers dxdn t mmd as higher ratmgs are,
after all, higher ratings.)

With the introduction of the VCII+ models (and, more recently, the VCRS) the numbers of
ex-pirates who suddenly decided they were willing to pay for their programming soared, reach-
ing a peak of nearly 48,000 in November of 1992. At the start of 1993, however, pirates shifted
strategies (as they always will, piracy is forever an on-going battle, but one worth waging and
winning) and began using chipped commercial VCII data streams to create their wares — and, as
the chart shows, percentages of new authorizations fell dramatically. By pring of 1993, howev-
er, GI had found ways to secure the VCIl commercial data stream and droves of former pirates
again scurried to reputable satellite dealers. The dip in pirate-authorizations from july through
October is attributed to a shortage of VCII+ and VCRS modules. But by December GI had some
75,000 to 78,000 new authorizations -- some more than half of which are attributed to the
demise of piracy. By all accounts, '94, '95 and perhaps beyond will see similar figures.

e
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Live...

NOTE: Estimates of satellite systems are
based on data received from General
instrument Corporation and A Presentation

Rish Qwner, prepared by Bruskin/Goldring
Research for the S.B.C.A.

e -



Washington DC:
1,000

- How many home satellite systems can be found in North America? No one
really knows — and estimates range from 3.5 to nearly 4.5 million. (Such a spread is
not uncommon in this still — but soon to change — predominately private industry.)

—  However, based on data received from Bruskin/Goldring Research and General

27 million. | i

Instrument Corporation, SKYREPORT estimates '

] (Rural folks, older
folks and the forever astonishing citizenry of California are obviously big on this
home entertainment form.) As USSB and DirecTv join PrimeStar in the DTH pic-
ture, will this profile change? As they say, Stay tuned for the latest direct-to-home
info coming soon in SKyREPORT.

e
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Why Do People Buy?

Two Guesses
(& The First Two Don’t Count)

Why have more than 3.5 (or 4.5 depending on whose statistics you’re using) million peo-
pie across the United States been willing to shell out anywhere from $10,000 (1980's prices) to
$2,500 (1993’s prices) for a home satellite system?

Programming, programming and more programming ... the incredible, sometimes unbe-
lievable and always variable array of entertainment and information available through the big
(and now small) home dishes. With DTH system, viewers have some 75 in-the-clear video chan-
nels, 75 audio services plus more than 100 subscription channels to chose from. At any given
moment viewers could well have access to newscasts from Russia, sumo wrestling from Japan,
Disney movies, Guns ‘n Roses concerts, demonstrations in Afghanistan, a three hundred and

fifty ninth rerun of I Love Lucy, the latest video from....
But you get the idea. Those dishes aimed at the sky bring in plenty. In fact, 50 percent

‘Gl Subscription Analysis
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w1th a 36 percent mention, was ‘Cable not available/Rates too high/Poor Service.’)

Liking the programming, how-
ever, does not necessarily transiate to
a willingness to pay monthly fees for
it. In one of its more startling find-
ings, Bruskin/Goldring reported that

(A statistic which is likely to soon tilt
in the other direction, however.
General Instrument figures indicate
that taday only 2.5 percent of new
system purchasers do nat also sub-
scribe to programming and DBS ser-
vices, of course, require programming
payments.)

Still, for those who choose not
to shell out on a monthly basis, there
remains plenty to watch. As the chart
on this page reveals, non-subscribers
can select from dozens of occasional
feeds plus Court TV, C-SPAN, E!
Entertainment, Fox, Home Shopping,
Mind Extension University, The
Nostalgia Channel, PBS, Tokyo
Broadcasting, The Travel Channel,
Warner Brothers ....

For those willing to pay for
their programming, the choice is
(what else?) a good deal broader. As [~ " 5 o
the chart opposite shows, today’s sub oyl
scription customers can choose
among Premium services, Sports chan
nels, Superstations and Networks,
News and Weather offerings plus
Family Entertainment. Of these,
Premium Channpels (including
Showtime, The Movie Channel, HBO,
Cinemax, Playboy, Spice, First Choice,

Encore and Flix) enjoyed the greatest

June of 1993, T
Second in the high-growth cate-

gory were News and Weather channels
which ballooned by 34% from
1,668,429 subscribers in December

0 ; U4 1D NE
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“Why Wait for

Or, How Home Satellite Beats the

5007

"Tele-Cables”

At Their Own 500-Channel Game

Ever heard the cable guys and their partner/owner/suitor telcos beat their chests on the

soon-to-come (read 1997, '98 or even later) 500

Aasn

woBano o

1,600,000 7—
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h g ‘

by

1,200,000
1,000,000

800,000 L
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1
200,000
]

-

0

1986 1987 1988 1989 1990 1991 1992 1993

to wire into everybody’s
house via fiber optic?

Guess what gang ...
those 500 channels are upon
us, in the sky and growing
every day.

(Surprise, surprise)
we're talking about home
satellite and the hundreds
of channels that are avail-
able now plus the hundreds
more that will be up and
running by the end of this
year. The chart on this page
shows some of the subscrip-
tion services already viewed
by C-band and C/Ku-band
home satellite system own-
ers. Currently these number
some 275 channels plus
dozens upon dozens of

occasional feeds, business

[Some of the programming. . Sunsnineé Network, KWGN -Denver, SROWTime,
Request TV, FLIX, Disney Channei, Playboy TV, Cablie News Network (CNN),
Superstation TBS, WGN -Chicago, Home Box Office (HBO), Family Channel,
Discovery Channel, TVYN 1 PPV, CNBC, Cinemax, TNT, The Nashville Network,
USA Network, CNN Headline News, Spice, Arts and Entertainment, Farmily
Channel, Viewer's Choice, Lifetime, Prime Network, Weather Channel, Midwest
Sports Channel, NESN, MTV, Nickelodean, Comedy Central, New Sport, Action
PPV, Encore 1, All News Channel, Cartoon Network, FLIX, American Movie
Classics, MSGN, Brovo, RAI-USA (occasional), WWOR - New York, Request TV,
Video Hits One, CMTV, KUSA - Denver. KRMA - Denver, Sports Channel, KMGH
- Denver, Prime Ticket, Home Sports Entertainment, SportsChannel - Chicago,
KCNC -Denver, SportsChanne! - Ohio, International Channel, Prime Sports
Northwest, KBL Sports, WRAL - Ralighe, WABC - New York, WXIA - Atianta,
Sports Channel - Pennsyivania, SportsChannei - New York, SportsChannel -
New England, WSBK - Boston, KTVT -Dallas/Fort Worth, WPIX - New York, KTAL
Los Angeles, SportsSouth, Home Team Hits, Empire Sports Network, RTP, TV

feeds etc.

With many new pro-
gramming entrants eyeing
the DTH pie -- and DBS ser-
vices entering the fray with
an expected 50-odd new
channels for PrimeStar and
150 for USSB/DireTv (most
of which will also be avail-
able via C and C/Ku-band) --
plus the increasing numbers

Asia, Antenna Greece ... Data from G/

of interactive and data ser-

—

—

vices available via satellite -- well, the cable-cos are already left in the dust as far as futuristic
capabilities are concerned.
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ENT SALES:

Receivers, Feedhorms & Antennas

Nearly fifteen equipment makers —a strong majority of the industry — contributed their
data to the charts on these pages. As the figures show, in the latter third of 1993 (including
projected figures for December), manufacturers sold some 163,000 receivers (mostly IRDs with-
out modules) plus an approximate total of 234,000 feedhorns, primarily for C-band reception.
While numbers for antennas are not listed because of a high degree of turnover in some parts
of the industry, it's clear that 10 foot and 7 to 7.5 foot dishes still have the lion’s share of the
industry.

The strength of feedhorn sales (generally considered the most accurate predictor of new

systems sold) reflects the overall strong position of the industry through ‘93 and the increased
growth expected in ‘94. .

Please Note: Wa intend these charts to be as useful as possible to all those interested and invoived in the home
satellite industry. Any comments or suggestions (even and especially criticisms) will be received gratefully! Please call
Evie Haskell, Director of the SkyREPORT Project at 303/964-8400 or fax your comments to 303/964-8405.

Receivers Feed Horns
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Murry! Space is limited and seats are going fast!

Call the Satellite Broadcasting & Communications
Association at 703-549-6990 TODAY for more info

SkyFORUM
New York Sheraton

A MEDIA usINeEss Corp NEWSLETTER
1786 PLATTE STREET
Denver, CO 80202
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19 BCA HOME SAT TE DISH OWNER STUDY
Executive Summary

The 1993 SBCA Home Satallite Dish Owner Study probes the characteristics, motivations, and
decision-making processes of current satellite dish owners. Designed and executed by Bruskin/Goldring,
a recognized leader in consumer research, this study represents the first known large scale study of current
home satellite dish owners to be based on a nationwide sample of consumers. Previous studies have been
based on proprietary customer lists obtained from companies in the TVRO business.

Methodology and Sample

Telephone interviews were conducted with 1,009 current satellite dish owners between November
1-3, 1993. The sample of dish owner from which these interviews were conducted was derived from a
recent national Shoppers Mail survey that included a question regarding ownership of a satellite dish
system. The list of respondents who answered "yes" to that question was randomized by an "every nth
name" procedure to generate the telephone cails.

Highlights

- The study implies that there are 3.5 million operable sateliite dished in the United States,
consistent with other industry estimates.

. The major reasons for purchasing a satellite system are the variety of programming offered by
satellite and issues relating to cable television,

- The average cost to purchase and install a satellite system was reported to be $2,300.

L) Overall, dish owners are satisfied with their system, with over half (55%) indicating that they were
very satisfied, and three out of four (78%) indicating that they were either very or somewhat
satisfied with their satellite system.

- Those who subscribe to satellite television programming are much more fikely to be
satisfied with their satellite system.

. Less than half (42%) of dish owners report subscribing to satellite television programming
services.

- The average amount spent on programming (exciuding pay-per-view purchases) was $281
per year for annual subscribers, and $25.57 for monthly subscribers.

. One in five (21%) of all satellite system owners has purchased a pay-per-view event.

- Those who do order PPV report that they purchase an average of 1.3 events and spend
a self-reported average of $25 per month.

s Overall, almost two thirds of dish owners reported having cable television service available to
them, if they wished to subscribe.



- Of those who could subscribe to cable if they wanted to, over a third (37%) subscribe to
some cabile television service.

- Satellite television compares extremely favorable to cable television on most key measures.

a Over one third (36%) of dish owners report being aware of the term DBS (Direct Broadcast
Satellite) on an unaided basis. Upon being read a brief description, over half (56%) reported
having heard of DBS.

. Dish owners are much more likely to own other home theater consumer electronics equipment
than the national average.

L] As in other studies, satellite dish owners were found to be older, more educated, and more
affluent than the average consumer.

lete S Res

The full study resuits are available to SBCA members for $1,000, and to non-members for $1,500.
Those purchasing the full study will receive an in-depth 100+ page report, including over 60 pages of tables
and full color charts, two binders of the detailed cross tabulation statistics (with more than 120 tables in
each), and a data disk of the survey resuits. For more information, or to purchase the complete study,
please contact Margaret Parone of the SBCA at (703) 549-6990.
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1993 A HOME SAT ISH OWNER STUDY
Key Findings

NUMBER OF U.S. SATELLITE DISHES
. The study implies that there are 3.5 million operable satellite dishes in the Unit tat

- Based on the proportion of respondents who indicated that they subscribed to
satellite TV programming (42%), and the known number of active programming
subscribers (1.5 million, as reported by General Instrument), the SBCA estimates
that there are 3.5 million operable satellite dishes in the U.S. today.

M PURCHA ISION

. jor r ns for hasin lite system are the variety of programming offered b

satellite and issues relating to cable television.

Reasons for Purchase
(muttiple mentions, need not total 100%)

More programming variety 50%

Cable not available/poor rates or service 36%

Poor over-the-air 15%

Satellite has better reception/picture 2%

Other responses 9%
- two thirds acquired their satellite system through a local store or dealer.

Where bought Satellite System

Local store/dealer 67%
Friend/neighbor 8%
National chain (like Sears, Radio Shack) 7%
Came with the house 3%
Other/Don't know 15%

- lite dish owners first found out about satellite television primarily through friends (39%) or

advertising (23%).
How First Found Qut About Home Satellite Television

(muitiple mentions, need not total 100%)

Friends 39%
Advertising » 23%
Magazines 8%
Relative/family member 5%
Saw one and wanted it 3%

Came with the house 2%
Other 10%
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ATISFACTIO

r ffu 78%| icatin hatthe were either very o Y h

satisfied with their satellite system.

A key indicator of overall satisfaction is the purchase of satellite television programming,
with almost all (97%) of dish owners who subscribe to satellite television programming
expressing satisfaction with their system, compared to only 64% of those who did not
subscribe to programming.

Overall satisfaction was aiso found to be high among owners without cable available (81%
satisfied), non-subscribers to cable TV (84% satisfied), and pay-per-view purchasers (87%
satisfied).

L] llite television compares extremely favorable to cable television on most key me

"Which is better, cable or satellite?”

Cable Satellite
is better is_better
Programming variety 14% 65%
Signal quality 15% 53%
Cost of programming 17% S0%
Customer service 23% 41%
Ease of operation 44% 30%
ISY. T-UP
. M third (36%) of dish owners reported having more than one TV con to their
satellite system.

in homes with more than one TV, the mean number of TV's connected to the satellite
system was 1.7 TV's. However, satellite television programming subscribers reported an
average of 2.0 TV's attached to their satellite dish, versus an average of 1.5 TV's for
those who did not subscribe to programming.

A third (34%) of those with more than one TV hooked up to their satellite system reported
having more than one receiver.

f of di wners (57%) still have their original receiver or IRD in operation, while slight

[
over a third (36%) have acquired a replacement or upgrade of this hardware.

Future receiver purchase interest is low. Likelihood to purchase a new receiver in the next
twelve months in only 12% (with only 4% very likely).
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IC REPAIR | ES

Most (83%) of dish owners reported having a satellite dealer.

- Of those, most (56%) reported being very satisfied with their dealer, and three in four
(77%) were either very or somewhat satisfied with their dealer.

also related the problems they have with their §y tem.

(multiple mentions, need not total 100%)

Weather related problems 19%
Channels are scrambled 5%
Need to reprogram satellite location 4%
Descrambler module failure 3%
Receiver failure 3%
Dish arm failure 3%
Too complicated, hard to understand all features 2%
Need to re-hit programming 2%
All other responses 18%
No problems 9%
Don't know 39%

SUBSCRIPTION PROGRAMMING

han half (42%) of dish owners report subscribing to satellite television pro in
services.

- Non-subscribers cite not owning a descrambler (21%) and getting enough
channeis/variety already (20%) as the primary reasons for not purchasing programming.

ish_owners can clearly receive at least one of the maijor television broadcast netwo
signals.

| Netw! ignals Clearly Available

(multiple mentions, need not total 100%)
ABC 78%
c8s 79%
NBC 78%
FOX 52%
PBS 51%

9% rchase annual programming subscriptions.
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Subscription Billing Cvcle

(among those who subscribe)

Annual 69%
Monthly 25%
Don't know 6%
. @ _average @ J ent ¢ eXCly
r for annual nbers nd 2 57 for month subscnbers
= M ubscribers (78%) purchase programming directly from the supplier.
Source of Programming Subscription

(among those who subscribe)
(multiple mentions, need not total 100%)

Directly from programming supplier 78%
Dealer 19%
Other 4%
Don't Know 3%

s A seven i n_(70%) who purchase from a supplier buy from one supplier on

average number of suppliers used is 1.5.
s Sateliite TV guides are overwhelmingly mentioned as being the best source for information about

£ mmin ckages.

B rce for Pri ming P e Information
(among those who subscribe)
(multiple mentions, need not total 100%)

Satellite television guides 74%
Dealer 15%
Television advertising 12%
Direct mail 10%
Friend/word of mouth 9%

PAY-PER-VIEW PROGRAMMING

s Qverall, one in five (21%) of all satellite system owners has purchased a pay-per-view event.

- Satellite television programming subscribers are much more likely to have purchased PPV
programming.

Pay-Per-View Programming Purchasers

‘ Satellite TV Programming

Qverall Subs NonSuts

Have ever purchased PPV 21% 2% 14%
Have never purchased PPV 78% 68% 85%

] Those who have not purchased PPV cite that they are just not interested (46%) or that the costé
too expensive (20%) as reasons for not purchasing PPV.
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a Those who do order PPV report that they purchase an average of 1.3 events and spend a self-
reported average of $25 per month.

CABLE TELEVISION
. m hi f dish owners reported having cable television service available to

them, if they wished to subscribe.
Availability of Cable
Sateliite TVP i

Overall Subs NonSus
Cabile available (total) 65% 58% 71%
-When dish bought 3%% 35% 42%
-Currently (not when bought) 27% 23% 30%
Cable not avaifable 35% 42% 29%

L] Of those who could subscribe to cable if they wanted to, over a third (37%) subscribe to some
cable television service.

Subscription to Cable

(among those with cable TV available)

Overall Satellite TV Pr i
Subs  NonSubs
Subscribe to cable 37% 18% 49%
Do not subscribe to cable 63% 82% 51%
. C nt_cable subscribers gave a number of reasons for subscribing to _cable, with the most

common reason being to get their local television station.

Reasons for Subscribing to Cable
(among those cable TV subscribers)

(multiple mentions, need not total 100%)

Qverall Sateliite TV Programming

Subs  NonSus

To get local TV stations 26% 41% 22%

Viewing variety 14% 14% 14%
Too expensive to wire satellite

system to other TV's 9% 9% 9%

Satellite system is broken 8% 2% 10%

vi NCE ON TELEVISION/PARENTAL LOCKOUT FEATUR

[ | Qver two-thirds (67%) of those who subscribed to satellite television services were aware of the
parental lockout feature that allows parents to control what programs or channels their children

may watch.
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